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Economic Watch 

The slowdown in GDP growth continued in 2Q18  
Angie Suárez  

21 June 2018 

Portugal’s GDP grew by 0.4% QoQ in 1Q18 (2.1% YoY), 0.3 pp less than both the growth seen in the previous 

quarter and that forecast by BBVA Research. Domestic demand continues to grow strongly, in contrast with the 

recent weakness seen in exports of both goods and services, which have been affected by the reduced thrust of 

the euro zone economy. Based on the data available so far, BBVA Research estimates that growth in 2Q18 will 

be around 0.3% QoQ SWDA
1
. In addition, this implies a 3 pp downward revision of the forecast for 2018 to 2.0%. 

GDP growth is expected to remain around these levels in 2019. 

The biggest contribution to growth in the Portuguese economy in 1Q18 
came from private consumption 

The increase in Portugal’s GDP in the first part of the year was mainly due to the dynamism of domestic 

demand, which contributed 0.8 pp to growth, 0.5 pp more than in 4Q17 (see Figure 1). The improvement in 

consumer confidence, which has been in positive territory since 2Q17, the dynamism of the labour market and the 

accessibility of credit for households all contributed to growth in private consumption of 0.8% QoQ in 1Q18 (2.1% 

YoY).  

Public consumption continues almost unchanged (up by 0.1% QoQ, or 0.3% YoY), consistent with the 

process of adjusting the deficit, which is expected to reach 0.9% of GDP this year (2.1 pp less than in 2017), 

according to official forecasts. 

Investment for its part grew by 1.1% QoQ in 1Q18 (6.6% YoY), more than the growth seen in 1Q17, and more 

than that seen in Q42017 when it stagnated (0.0% QoQ, up 6.4% YoY). It thus contributed 0.2 pp to Portugal’s 

quarterly GDP growth following two quarters of zero contribution. The increase in capital expenditure on 

machinery and equipment (4.3% QoQ, 9.2% YoY) and especially in transport equipment (11.6% QoQ, 11.7% YoY) 

contributed to this increase, offsetting the zero growth in investment in construction during the quarter. Lastly, new 

lending transactions of up to €1 million to businesses declined by 3.7% YoY in March 2018. However, those in 

excess of €1 million increased by 5.2% YoY. (In March 2017 they had declined by 6.4% YoY, see Figure 5). 

Exports lose traction in the early part of 2018  

Net external demand shaved 0.3 pp off Portugal’s economic growth in 1Q18, in contrast with the last quarter of 

2017 when it contributed 0.5 pp to GDP growth. In real terms
2
, the slowdown was seen in exports of both goods 

and services (+0.5% QoQ and -1.3% QoQ respectively), while the increase in imports of goods was more than 

double that in exports in the quarter (1.2% QoQ). The biggest growth in nominal terms (12.7% QoQ) came from 

exports of vehicles, aircraft, boats and other transport equipment (27.2% QoQ in 4Q17). 

On the other hand, tourist arrivals in 1Q18 were up by 0.6% QoQ SWDA, a fall of 1.9 pp from the previous quarter. 

Even so, in year-on-year terms, tourist arrivals continue to surpass last year’s monthly figures. 

                                                 
1: Seasonally and working-day adjusted (SWDA) data. 
2: Chain-linked volume data (reference year = 2011). 
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Job creation held steady in the first quarter of the year 

Portugal continued to create employment in the first quarter of the year (0.6% QoQ SWDA), maintaining the year-

on-year growth rates of over 3% seen in the same period last year. The service and retail sectors made the biggest 

contributions to job creation in 1Q18, while contributions from the industry, manufacturing and construction sectors 

were all negative. The unemployment rate has continued to fall, reaching 7.9% in 1Q18, 0.2 pp less than the 

previous quarter.  

2Q18: Growth is expected to remain at around 0.3% 

The few second-quarter data available on the rate of growth in employment point to a slight fall in April (-0.2% MoM 

SWDA, compared with -0.1% MoM in March), while the unemployment rate fell once again to 7.4%, the lowest level 

seen since early 2004. Consumption, investment and tourism all lose dynamism, while external trade shows signs 

of recovery. 

As regards consumption, while retail sales slowed in April (-4.1% MoM SWDA (+0.7 YoY), consumer confidence, 

which has been in positive territory since May 2017, continues to increase, growing 4.3% in May 2018 (1.1% in 

May 2017).  

Apart from this, exports of goods grew by 2.1% MoM SWDA in April (18.1% YoY), and imports of goods also 

increased, by 2.0% MoM SWDA (13.1% YoY) (see Figure 7). The opposite was seen in tourist arrivals, which fell 

by 0.9% MoM SWDA in April (+1.1% YoY, the lowest YoY growth since 2013), while overnight stays fell by 0.8% 

MoM (-1.5% YoY).  

Lastly, the industrial output index, after a positive first quarter, fell by 6.1% MoM SWDA in April (+9.0% MoM in 

March), following the falls seen in the industrial confidence indicator, which has been slowing since January (-0.3% 

in May 2018).  
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Main indicators of activity 

Figure 1 GDP (% QoQ) and contribution by components 
(pp) 

 Figure 2 MICA-BBVA: GDP growth (% QoQ) 
and forecasts 

 

 

 

Source: BBVA Research based on INE (National Statistics Institute) data  Source: BBVA Research based on INE (National Statistics Institute) data 

Figure 3 Indicators associated with consumption  Figure 4 Indicators associated with industry 

 

 

 

Source: BBVA Research based on INE (National Statistics Institute) data 

 
Source: BBVA Research based on INE (National Statistics Institute) data 
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Figure 5 New lending to businesses and households  
(% YoY) 

 
Figure 6 Fiscal Deficit (% of GDP) 

 

 

 

Source: BBVA Research based on INE (National Statistics Institute) data 
 

Source: BBVA Research based on INE (National Statistics Institute) data 

Figure 7 Indicators associated with the external sector 
(% YoY) 

 Figure 8 Number of people in employment (quarterly 
change in thousands of persons) and unemployment rate 
(%) 

 

 

 

Source: BBVA Research based on INE (National Statistics Institute) data  Source: BBVA Research based on INE (National Statistics Institute) data 
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ENQUIRIES TO: 
BBVA Research: Calle Azul, 4 Edificio La Vela, Floors 4 & 5 28050 Madrid, Spain. Tel. +34 91 374 60 00 y +34 91 537 70 00 /  
Fax (+34) 91 374 25 - bbvaresearch@bbva.com www.bbvaresearch.com 

LEGAL NOTICE 

This document, prepared by the BBVA Research Department, is informative in nature and contains data, opinions 

or estimates as at the date of its publication. These derive from the department’s own research or are based on 

sources believed to be reliable and have not been independently verified by BBVA. BBVA therefore makes no 

guarantee, either express or implied, as to the document's accuracy, completeness or correctness. 

Any estimates contained in this document have been made in accordance with generally accepted methods and 

are to be taken as such, i.e. as forecasts or projections. Historical trends in economic variables (positive or 

negative) are no guarantee that they will move in the same way in the future. 

The contents of this document are subject to change without prior notice, depending on (for example) the economic 

context or market fluctuations. BBVA does not give any undertaking to update any of the content or communicate 

such changes. 

BBVA assumes no liability for any loss, direct or indirect, that may result from the use of this document or its 

contents. 

Neither this document nor its contents constitute an offer, invitation or solicitation to acquire, disinvest or obtain any 

interest in assets or financial instruments, nor can they form the basis of any contract, undertaking or decision of 

any kind. 

In particular as regards investment in financial assets that could be related to the economic variables referred to in 

this document, readers should note that in no case should investment decisions be made based on the contents of 

this document; and that any persons or entities who may potentially offer them investment products are legally 

obliged to provide all the information they need to take such decisions. 

The contents of this document are protected by intellectual property law. The reproduction, processing, distribution, 

public dissemination, making available, taking of excerpts, reuse, forwarding or use of the document in any way 

and by any means or process is expressly prohibited, except where this is legally permitted or expressly authorised 

by BBVA.


